This dissertation consists of three essays. In Essay One, I question the conventional wisdom that economic transactions are governed either by the price mechanism or by the authority of the firm. I argue that the exchange of information and knowledge for innovative production does not totally conform to such alternatives of governance. I term such exchanges hidden transactions. Since innovative production takes place inside the mind, individual entrepreneurship is the fundamental force that initializes hidden transactions. Institutional factors that enhance hidden transactions are important. In Essay Two I consider two types of entrepreneurship, conceiving entrepreneurship and performing entrepreneurship, and argue that while conceiving entrepreneurship is largely unobservable performing entrepreneurship can be measured.
